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COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

ELEVENTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 05-27 

 
Date: July 14, 2005 

 
Responsible: Earl M. Robinson, Consultant 

 

DTE-11-6  Refer to Exh. BSG/EMR-1, at 11, line 18. Why, in the example cited here,  
 would the three different retirement ages be divided by two? 
 
Response:  Mr. Robinson’s testimony, filed as Exh BSG/EMR-1, at 11, line 18, should 

be revised to read: 
 

A brief example (with a property group that has three units/three equal life 
groups of like property) will demonstrate the difference between the two 
procedures.  The example incorporates the assumption that unit No. 1 (or 
equal life group of property) will retire after one year, unit No. 2 (or equal 
life group) will retire after two years, and Unit No. 3 (or equal life group) 
will retire after three years.  Accordingly, the average life of all three 
(groups) is three (3) two (2) years (1+2+3÷2) (1+2+3/3).   Under the 
Broad Group Procedure, the average useful life and resulting depreciation 
rate is calculated based upon the three (3) two (2) year average life.  The 
resulting annual depreciation rates would be 33.33 fifty (50) percent in 
every year.  

 
The proof of the above statements is as follows: 

 
           End of 
Beg of          Invest.  Depr.  Depr.       Retirement  Year Depr. 
Year            Amount    Rate -% Amt          Amount              Reserve 
 
1  $900   50%  $450  $300    $150 
 
2    600    50%    300    300      150 
 
3    300    50%    150    300           0 
 
4        0 
  

 
  

 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

EIGHTEENTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 18-03 

 
Date: July 14, 2005 

 
Responsible: Earl M. Robinson 

 

DTE-18-03  Refer to Exh. BSG/EMR-2, at 4-287. Explain why the Company 
anticipates a “modest level of negative net salvage” for Account 305 
(Structures and Improvements). 

 
Response:  Account 305 is related to Production Structures and Improvements.  

Utility operating structures are routinely located at sites specifically linked 
to the Company’s gas operating system and therefore the sites are not 
readily interchangeable with other buildings located in the neighborhood.  
As such, when the Company retires and/or needs to upgrade/replace the 
existing facility, the facility needs to be removed or altered before another 
facility can use the site.  Also, given that gas production sites routinely 
have had a long history of use it is not uncommon that environment 
concerns and/or conditions are often applicable to the properties.  Such 
circumstances routinely require additional investigation and cost to the 
Company.    
 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

EIGHTEENTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 18-04 

 
Date: July 14, 2005 

 
Responsible: Earl M. Robinson, Consultant 

 

DTE-18-04  Refer to Exh. BSG/EMR-2, at 4-290. Please explain why the Company 
has included land rights (Account 374, Rights of Way) in the depreciation 
study as a depreciable asset. 

 
Response:  The Company’s investment in Account 374-Rights of Way have been 

depreciated for many years.  The investments are related to acquired 
rights of way costs that need to be recovered over there useful service 
live.   
 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

EIGHTEENTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 18-05 

 
Date: July 14, 2005 

 
Responsible: Earl M. Robinson, Consultant 

 

DTE-18-05  Refer to Exh. BSG/EMR-2, at 4-306. For Account 390 (Structures and 
Improvements), please explain how a life span of 45 years was 
developed. 

 
Response:  The implicit average service life and resulting annual depreciation rate for 

location type properties such as structures are routinely based upon the 
use of the life span method.  The forty-five (45) year life span is a typical 
period of time use as the applicable life span (along with the interim 
retirement rate) as a basis for depreciation of general office type 
structures and improvements.    The life span period is a general life 
assumption and is based upon the experience that structures (especially 
those used for office operations) are routinely changed out and/or are 
significantly upgraded at periods equal to (and in various circumstances) 
intervals of less than forty-five years.  Accordingly, the forty-five year life 
span is considered the maximum period of time that such building will 
provide useful service. 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

EIGHTEENTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 18-06 

 
Date: July 14, 2005 

 
Responsible: Earl M. Robinson, Consultant 

 

DTE-18-06  Refer to Exh. BSG/EMR-2, at 4-307. Please provide the Company’s 
historical salvage data for Account 391.1 (Office Furniture and 
Equipment) for the years 1980 through 2003. 

 
Response:  The Company does not maintain its salvage or cost of removal records 

for Account 391 by sub-account.  The information is only available for the 
total Account 391.   
 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

EIGHTEENTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 18-07 

 
Date: July 14, 2005 

 
Responsible: Earl M. Robinson, Consultant 

 

DTE-18-07  Refer to Exh. BSG/EMR-2, at 4-307. Please explain why the Company is 
achieving a less than one percent positive salvage value for retired plant 
in Account 391.1 (Office Furniture and Equipment). 

 
Response:  At the end of its useful life Office Furniture and Equipment has little value.  

Especially, with regard to Office Equipment, the property is routinely 
obsolete and no one has a desire for such equipment.  In fact, in such 
circumstances, the Company may actually incur cost to dispose of the 
property via a waste management company.    
 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

EIGHTEENTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 18-08 

 
Date: July 14, 2005 

 
Responsible: Earl M. Robinson, Consultant 

 

DTE-18-08  Refer to Exh. BSG/EMR-2, at 4-308. For Account 391.2 (Computer and IT 
Equipment), please explain why is there a zero percent expected future 
net salvage value. 

 
Response:  It is widely acknowledged that Company and IT Equipment rapidly 

becomes obsolete, and therefore has minimal or no value at the end of its 
useful life.  In various cases companies actually incur costs to dispose of 
the obsolete equipment. 
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